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Gist of the Talk by SATO, Kenryo, 
Chief of Press Section, War Minietry. 


Aug. 25... Aug. 29, 1938, 
At the tomperary conference of Police 
Bureau Chiefs in the Home Office. 


Two talke ty CATO, Kenryo, are practically the eame except for a slight 
change ia tio cw'eat: ata 4 the order. Following is a collection of 
both taixs. The voi svneibilnty for the werdings, of course is on the 
writer. 


On the Policy tn Dealing with the Chinese Incident. 


Under the pyreront “scléeat, I believe, there are meny dondtiul points 
in the government's pc.icies in coping with the imcidest to all the poopie 
in positions to isui the patlic in regurde to maintaining peace atid order in 
various districts end in inking the people wderstand the object of this 
affair. I aleo believe that these people ace not vhe leavt dissatisfied from 
the point of executing their duties. To this I an of the seme opinion. The 
truth is that the highost < thoritier thewselves ure not very clear on this 
policy of dealing with vhe Chi-.se Incsdent. The 44riston commanders and 
brigade commanders alco huts e.ked mu the same qucstions and they, too, seem 
to hope for a definite po ‘t.y. 


However, this 1s, i+ ceality, a very difficult problem. In the case of 
the Sino-Japanese War all we hod to do was to rej. the Chinese forces from 
the Korean Peninguia, avd in the Russo Japanese We: all we had to do was to 
clean up the Fuse!an influence from South Manchur‘a and to annihilate the 
Russian troops. Both thess wars had a vory simple object, but thie present 
incident is quite different and is very complicated. 


The present incident, in the firet place, has a very complicated and an 
always changing cbject. Therefore, the objects of wperations are not 
definite. Even if the ovject iv definite: 


1. Manipvlation of troops for operations on the continent. 

2. The abnormal conditione of China--without the modern national 
system, she is like an earthworm, for no matter how she is cut up, 
each portion will continue its exictence. 

3. Britain and Kuseia are in the back of China, aiding her directly 
and indirectiy, greatly hampering our field of operations. 


At the time of the outbreak of the present conflict in the Marco Polo 
Bridge incident in Juiy last year, Japan's attitude was to take the policy 
of settling the incident ci the spot and nu* to spread the hostilities. In 
spite of this, the Chinese have not stopped their disturbances, repeatedly 

ringing about the Kwan-an Gate Incident ‘tn Peking and the Oyama Incident 
in Shanghai, 


Finally, ovr governmen:, ©n Ave.st 15 at 1.30 a. m. had made a declara- 


tion to the world of our intentions Ti.a gist of the declaration is as 
follows: 
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"Japan, in the hope of establishing everlasting peace in East Asia, 
has, for a long tize, strived for a friendly coalition between China and 
Japan. However, the Nank. zg Government, overconfident in her national 
power, and ignor’ng the true strength of Japan, h-s come to cross swords 
with our country in collaboration with the commun’ stic influences by taking 


an anti-Japanese stand on’ -nsulting our Expire. 


"In recent verrs, she “air se lure yrovoked repeated disgraceful 
4ncidents. This tins, * have c a the out ver of a disgraceful affair 
on the banks of the ‘tn ag Rive Marco P»id Dvidge Incident), and they 
have ventured atrocious «us, not to *» tolerated by buh mankind and God, 
upon many Japanes# resis-:vu in Tung- ow. The ii ves and properties of 
Japanese residentc «0 9. atral and Sou: i China hav: Yaced a grave crisis and 
our countrymen have h«i tc evacuate temporarily y..a their lands of long 
years of peaceful living. 


“However, Japan, through patience and seli-resn >t, has carnestly hoped 
not to spread the hostilit‘tes, and has repeatediy iaplorei the Nanking 
Government in the hope of settling the incident on she spot peacefully, to 
stop their acts of hostiitties and not to obstruct our intentions of settling 
the affair. Without paylag any heed they, on the contra-y, prepared aris 
against the Empire and finally bombed our ship in Shanghai. 


"Phe situation having come to this point, Japan, unable to have patience 
any longer, responded. the bombing and in order to demand the Nanking 
Government's roconziderations, a definite measure has had to be taken. 


"and this measuro is none other than to uproot China's anti-Japanose 
activities and to do away with the source of such disgraceful incidents, 
thereby realizing the friendly coalition among the three nations, Japan, 
China, and Manchu'wo. Japa has no territorial ambitions whatever, etc." 


The above statement may be called a declarat!on of war. Our motive at 
that time was not to overi<sow the government of China but to repel the 
revolting army to demant the Ne ‘cing Soverament!s reconsiderations, and the 
operational object was in the “hineto Army. Tris is an important point that 
is different from the cass: of the <inv- Tapanese an? Russo-Japanose Wars. 


Thus, the motive of this inciden has been vamie from the start. To 
demand the Nanking Gover:scent's recon..derations What if they shall 
not reconsider no matter how long it takes? 


As a means of demanding their reconsiderations it is a matter of import- 
ance that Japan will make them understand her true strength by doing away 
with the aid of the British and the Russian influenc» in the back of China, 
to do away with the economic aid of Britain and the military aid of Soviet 
Russia. These two nations are similar to the Shira (Korean State) working 
in tho background of the Rebel Zumaso. 
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As an operation at the time of the outbreak of this incident, we were of 
the opinion that the mupoing up of the Peiping-Tieatsin areas--an intermediate 
between non-expans: .- and all out operation policios---by striking a blow at 
the Chinese 29th Ars. asa repelling them to the south of the Yung-Ling River, 
the problems of Clii-:uce and Uhi-sha would naturally be settled. 


Therefor, th» °..22 of operation had to be expanded and our troops 
penetrated ----. «71 ian to shanzhai and to the fall of Nanking. Then 
there was the tisucstous Londiag at by the Yancgawa Forces. 


In speaking « ‘ittis .° op Preparval .o: for wor, el] the anwanition we 
had in preparation tor «, possibie wat wilh hassle wa8 exhausted by the time 

of the fall of Shige: i te attack of Husco exvense is 
necessary ina wou ic? ‘opp "9s—. metially foo suumsseioa and a’ planes, 
Moreover, airpliies ars go. fo: unl -rout a y "tL ic an asczemblance 

of the essence »/ e.te.ce _: tle hi « degree - ° ‘8 always necessary to 

have the most superior c went ai. *..* highoe, »over, Anarmition, again, 

not only takes up the h> «st expena. c ‘ey in wac:i “at the Ppericad of 

efficiency needs very cl. + attention There {4 uc @Xa.,l2 vheve any 

country in the world hay ceclared a we with pert.:. preparaticn in ammunition. 
This ammunition ran shui Yor a time 4: the batt]: of Shavghai, causing our 

men to face a grave dewser. This, of conse, may Lave been partly because 

they were scattered in various areas for the ease of eperntions, At present 
the war production power has veen erranted ant there is n. such necessity, 

but after we havo riarted a wat we must aever forge. to be prepared against 
Soviet Russia. We can never tell when an all out wo with Russia might break 
out like the Chang-ru-teze incident. It is a taboord thing to be pessimistic 
by believing the se calle? Rucsian attitude toward dspan--that of non-aggression. 
When we put into consitseration the possible war with Rauccia, our war production 
al the present 1s extremely inadequate. On the other hand, we are Deing 
troubled ty probleme pevvaining to foreign exchange and import of goods. 


Next, I wish to sveak to you on Japan's statemont of January 16. Based 
on Japan's statement ox August 15, as I have rotated before, Foreign Minister 
Hirota, with the view to let Chiang Kai Snek surronder, had propcced the 
German Amtasseacs ty mediate, ana expressed our intentions of desiring 
peace in the event chat China witi join hands with Japan and Manchukuo in 
an anti-commucisi freut. Theveupon, in the latter part of Noventer, the 
German Ambassador asized Hi: ta in repiy, "lic Chinese side seome desirous 
of agreeing to Japaa's proposal. Is there any che.ge in tho proposal?" 


The first negotia! ‘+a’ tween the Geraan Ambassador and Eirota was in 
the latter part of August, “efc.s the fll of Lo-tten-chen; and now it was 
the cattor part of November, juet t. Suzs the fa’. of Nanking. At this day 
when there hai alieady bee. a great ‘reoge in the sivuation, it was obvious 

hat it was impotsible t. eco into ne_*t ations based upon the former 
conditions, 


Thus, after all, it was the 22nd 2£ December wien Hirota made the 
following vepiy to the German Ambassador: "At thic time when there has been 
& great change in the rituesion, it is not possible to make the conditions 
agreed by the Chinese the basic conditions for 2 truce any longer. If the 
Chinese side will generally agre? on the foliowing t.cms, we shall be ready 
to go directly into negctiations. If the Chinere side should act contrary we 
shall have to deal with the incident from a new Sta..point, etc." 
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China shall abandon her pro-communist and anti-Janancee po.icior, ard 
collaborate wi.:n both Japan and Manchukuo in an anti-communie fo tuy. 
Demilitarized areas vhall be established in necessary regions, Ani 
special organs (wide-scale free government system) shall be set uo in 
the said areas. 

A close economic treaty shall be concluded ptong the three nations, 
Japan, Manchuk: >, and China 

China shall make uecestary reparations to Japan. 


Then we demaniod a reply by the end of the year, and also to dispatch 
a delegation either t. cat«n proper or to Shanghai for the purpose of 
truce negotiations Cus3c upon the abcve torr.s. 


Of course, we had a fucling that the reply ma~ be prolonged until 
about the 10th of Janucr. “he vetaile of the above basic terms our 
government had in preparation a:e as .o.lows: 


Details. 


China shall formally 2:«cognize the government of Ma:chukuo. 

China shall abandon her arti-Japanese and ant.-‘anchurian policies. 

China shall estadlish special areae in North <hina and Inner Mongclia. 

A. Proper organs siiall be set up in North China for the vealizavion 
of co-existence audi co-prosperity for Japan, Mancnukuo, and China. 
Thie organ shall be given wide powers and r%all :pecially strive 
for the realization of economic coalition .uong she three countries. 

B. An anti-commnist self-governmont shall de established in Inner 
Mongolia. Its international position shall be the same as that of 
Outer Morgolia. 

An anti-comminist policy shall be established, and China shall cooperate 

with Japan and Manchukuo in the execution of the same policy. 

Demilitarized areae shall be established in occupiod territories of 

central China. China and Japan shall cooperate in the maintenance of 

peace and order in Shanghai and in its economic development. 

Japan, Manchukuo, and China shall conclude necessxry agreements on 

customs duties, trade, air defense, tranoportationu, and communications 

in connection with the developnent of natural resvwurces. 

China ateee pay indemity to Japan. (There are oppositions within our 

circles), 

Ching chall recognize vie evationing of J upaneso treops for nevessary 

terms in designated areas in North China, Innex Mongolia and Jentral 

China for the purpose of securily, 

Truce treaty shall not bu nepotiated until after the adove agreement 

shall have been concluds«cd. 


Had China executed the above dctnaiis faithfully. our government had 
secret intentions to cance. the article on stationinz of troops for 
security and to cooperate ani aid in the developmen: of China. I believe 
you all are vory indignant of such lukewarm torms ~nd details. Thero has 
been a same tendency in the Diet meetinzs. 


Thus it was January but there was no reply to che above principles from 
China, oven delegates had not been dispatched, and there was no sincerity at 
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all. Within the circles of our government there hal been, from the end of 
the year, suggect<cns to appeal for a conference before the Imperial 
presence, which resulted in the Imperial Conference of January 11. I under- 
stand that the Mrmers; had decided to go into a prolonged endurance war 
should the Chine:e give up. 


Thus, on abovt the 14th of January, the Chinese side is said to have 
replied to the ‘.iitow.ng effect: 


"China is reedy to start peace negotiations but the terms proposed 
by Japea are ‘co abstract and it is difficult for us to reply." etc. 


Then, you msy tay, % at if wa enall evsmit the above details. But 
such is not the dest yolicjy; it 4s only when the .orme are abstract that 
there is any Vaie cr uscessity of conferring and negotiating. 


Such was the deveionr+at, and f/nlly, on /cnuary 16, a statement was 
issued. This statement, ~ dDelieve, whould have teen issued by the end of 
the year, before the fa’. -f Nanki-.:. 


Two reasons why the sall of Nanki.g--the fall of the enemy's capital-- 
did not have the anticizated effect u:on foreign cmtriles were the bombing 
of the gunbont Panay, and the lateness in issuing the above statement. One 
reason why the statemort vas late 1s because there was an opposition in 
opinion, within the Arry, on the China policy and vhe Konoye Cabinet, for 
a time, was about to fall. 


Since thore was no sincerity on the part of tie Chinese, as has been 
related above, the Army considered it the major fastor to overthrow tho 
Chiang Regime first of ail. And in order to do this, plotting should be 
proceeded within the cccupied areas. 


In the first place, unlike the Sino-Japanese and Russo-Japanese Wars, 
this incident is net a war based chiefly on military operations, but should 
be a war based chiefly on political expeditions. 


Therofore, the schemes in the occupied areas--the establishment of a 
rising political regime --were planned to be carried out after the fall of 
Nanking last fall by having WANG-KO-MIN set up a regime in North China. 


In general, the infl»ontial persons of China were of the opinion that 
if Japan will strive to overthvow Chiang Kal-Shok to the last they should 
be obliged to rise and take a hand in the rising ,overnment. If, however, 
Japan will compromise with “hiang, they should oniy be killed for treason. 
So, they would not readily iecive uni. Japan will show a definite attitude 
never to compromise with Chia... Kai-chok. 


I agree with them on ‘his poin:. and this ic one reason why it was 
necessary for Japan to classify her basic principle on China. 
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This resulted in the statement of January 16, hich had not been so 
clear, What was arnounced with the intention of making necessary explanations 
afterward in tre zu1w of talke by the Chief Cabine* Secretary, resulted in 
awkwardness ae t. be called lacking in distinctnee:, 


The principles of the statement, in the first place, had been deliberated 
upon for aboul) a montn ‘vy one chief official from the Foreign Office, War 
Ministry and the }.;y Minictry respectively. after forecasting what attitude 
Chiang Kai Shek wil. tase toward Japan after Japan will have renounced the 
contral governms;* of the Chiang Regime, the statement at that time, had 
Stated plainly +2 «+.surer agains’ him. However, a vert of the chove state- 
ment had been c.c1ce'liud at the cabinet mecting ror the reason that it was 
too long, resulaing in on tmpot: > conclugion as follows: 


Tia Statement. 


The Imperial Government has tried t111 this day to give the Chinese 
Kuomintang Government c .. % chance for retrogpect:on even after the fall 
of Nanking. 


However, the Xuomin ag Gover..-eut, not u “erebanding our true 
intentions, stubborniy => :.med hos':’ities tow:.1 Japan. Disregarding the 
people's sufferinge fro “ietress, ©) *aa has no irsentions to reflect upon 
establishing peace in a.- areas of E-.-é Asia. 


Therefore, the Imperial Government shall not deal with the Kuomintang 
Government hereatter. We shail hove for the esta:’ishment and development of 
a new government that will truly collaborate wich Japan, and by adjusting our 
relations we whall cooperate with that government f r the establishment of a 
renovated China. 


Japan, of course, shall continue to respect te territory and sovereignty 
of China and the rishts and interests of the Yowers in “hina. Japan is now 
charged with a great vesponsibility of peace in East Aeia. The Government 
implores the pecpie to put every effort in the execution of this important 
duty. 

End. 


Above is the full text of the statement. 
Following ic the outline: 


Non-recognition cf the Chiang Kai Shek Regime as the central Government 
of China. Ja ciner werés, it menus that Japan will not deal with the 
Chiang Regime in a geueral truce negut’ ation. 

Establishrent of a new government. Japan shell give all out support for 
this government. 


However, this is impr per becau:e it has not clarified our attitude to 


be takex in the event the Nankow G.vecnnent, o.. in other words Chiang Kai 
Shek should surrender, no matter uric. what con7?itions. 
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This, as I have previously related, had been stated in the draft. In 
any event, if She ys3suen. Hankow Governme.:t should surrender, ‘1 will, of 
course, not ve “uryet to deal with this government; but is it not possible to 
deal with them «5s »  270-7amanese district governnent? This should be deliber- 
ated upon at the Five M...sters Conterence. 


Moreove., the stat ont "Japen shall not ‘eal with the Kuomintang 
Government he: xt er origins . teen proposed by the Army and it had 
been "Japan shai ws .. gnize the Calang Reg.-: as the Contral Governzuent 
hereafter---in th: ¢ .. This wae . aanged ber. +e of coposition by the 
Foreign Office. Ths .:avt by the Fi align Offic. sad veen, “The Xuomintang 

iy recognized to have 
lost ite powers. Jiseef-ie, Japan shall nes di. with vile government in 
the settlement of the ia ident’. 


Concerning the effect cf tne ctatement on the Chinese side, tho Chinese 
have declared their att.tudo dy saying, "The .epi-r to Japan does not mean 
that China is trying tv ovade peace negotiations. Our government has 
discussed the terms pro csed vy Japan, but since vhere are foreign rights 
and interests in China things are very complicated, anid we have only asked 
Japan for more complete terms. Peace with Japan is what we hope for, etc." 
I believe this to be Crina's scheme to guide her foreign policy on an 
advantageous line hereafter. 


Now I would Jike to celiberate on the future after the fall of Hankow. 
There is nothing so difficult to forecast and so uncertain. None had 
thought, at about uhi. time last year, that we would even send troops to 
seize Hankow. This may not be called a forecast, but it will not be very long 
before tho major operations will come to a conclusion. However, this does 
not, at all, mean the conclusion of this incident. 


Next will be the problem of forecasting whether Chiang Kai Shek will 
surrender or not after vie fall of Hankow, and our attitude in dealing with 
this. 


1. In case the Hankow Government €ses not surrender it will be called an 
anti-Japanese district governnunt; but it is a question whether we 
should pursue thes. tadefinitely -nd give them the finishing blow. 

2. In case of surrencer--surrender -hall mean that Chiang Kai Shek will bow 
unconditionally, and therefore Caina shall acendon her pro-communist and 

anti-Japanese policies, and of course, participaic in an anti-commnist front 

with Japan. In this cass, what ways and means shall be taken in uniting the 
new pro-Japanese government to be ostablished in Hankow and the existing pro- 

Japanese regime in North and Central China? An au.onomous government of 

federated provinces may be set up, or a powerful regime capable of including 

such a government may be established, and there a’e various other forms that 
may be considered. Anyway, the time will be ripe afte: the fall of Hankow, 

for establishing a central government, which should be centered around a 

chavacter capable of winning the confidence of central and South China and 

to be popular with all of China. Unlike the case of Manchukuo, no government 
office will be taken by a Japanese, and Japan will do her utmost in the role 
of leadership. (This is the general outline decided at the cabinet meeting 
last fall). 
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Japan's government efiuinistration in North ond Central China will be 
to put North China couple’ ely under Jepan's coatrol--to the same degree as 
Manchukuo--fo oa'n2 a dere ue srea ~c: Japan, China, and Manchukuo, and it 
will be necessary to dev..op the se:vv'ces in ~hie area for national defense. 


Central China wi]! »e less imp. '.ant than North China, but will form an 
important bese tev the development o* Japan's economic power. So it will be 
necessary vc its. secere ovr purpes: in North China. 


Inner Mongolia wil ve the veme as North Ch.iva in that it forms an anti- 
Communist area ant it atil be necastery for thos ror) on 52 have a self-govern- 
ing organ. So >atrcily our trocyx wil he stasic.od tu necessary areas to 
cooperate with tho « 1wsod orsenivations of Chine--r.eace maintenance troops-- 
in the maintenance of peace end order. The unmli.carived zone is established 
because bandits are aiwuys rargant in China. It is, of course, necessary to 
secure Inner Mongtlia tu preparation for a war with Russia, bat it will be 
disadvantageous for Japan to provuke a war on her now. This is because we 
shall have to divide ou: troops in the North and the South to attack both 
China and Russia. If, however, a war with Russia is unavoidable, it will be 
necessary for Japan to select a proper chance after her armament and produc- 
tion shall have been expandod--this should be after Showa 17 (1941). 


This concerns vith foreign policy, but we shall recognize the rights and 
interest of Britain to a certain degree and have her cut ail relations with 
Chiang Kai Shek, anc it is most important that we further strongthen our 
anti-Comintern Pact with Germany and Italy. 


The next most important thing is the problem of renovation within our 
government in preparation sor the execution of the so-called continental 
policy against China. For Jat, woe has started the management of Manchuria, 
to make an advancement ir..o continenval China, it will necessitate the 
rousing of recoubled effort on the nurt of our people. One reason why our 
country has originally tecn unsucc:: sful in cc _onial policies lies in the 
lack of national stronzi1, especiaiv in the powe: of production. This 
recent example could de szen in Sout) Manchuria. apan, at that timo, being 
unable to completoly manage this aree, finally !-i to come to the Manchurian 
Incident, which all accounts to the lack of prodictivo power. 


What was the conuequence of the Siboriun Expcdition--the advancement of 
our troops to the Baikal? This, too, resulved in ‘‘1e samo manner. 


The chango of industrial managoment--from froe to controlled--must not 
be a temporary phonomenon. It will be absolutely ‘mpossible to attain our 
purpose in our racial development through freo economics. All this could be 
attained only through the enforcement of the general navional mobilization 
law. 


My discussion will wander from the subject, but we would havo been 
extremely advantagcous in our operations had we put the goneral mobilization 
law into motion six months bofore the outbreak of hostilities in the presont 
incident. 
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Of course, this was in roality a matter of impossibility. In the 
Russo-Japanese Wer, our y ‘ple, se.n alter the Sino-Japanese War, had 
already been detcurmine. t a war ° .'1 Russia vss inevitavlo. A veteran 
ldcutenant-colon::, (OQ; “icer in cha: \ of mobiltzation in the War Ministry), 
had already dociared 1 °:ne, 1903 (- tji 36) (wtx months ahead of the 
declaration cf wai), the necossity of putting in*o a motion a law similar 
in content te the present nevional movilizatior .aw. I perfectly approve 
of this actica. 


In the prosont incident, an ‘moerlal Or?inaner potr.ining to the 
enforcement of pert cf the national motAiization Liw wee promulgated in 
August last year. At that time the organs of the .aiwal Kuecurces Bureau 
(not tho executive vw. ganz) had been incomplete, ar on top of this, thore had 
been a misundcrsianding vetween the Planning Board, and rinally resulted in 
the ostablishmont of a joint organ on Octobor 25. Therefore an industrial 
mobilization law wac pazteod at the temporary Diet Scesion in September, and 
in January of thie year a factory svporvision law was at last issued. Thies 
all goes to show how slow cur government activities are. 


Now wo shall come back to our main subject. There is still the necossity 
in our country to renovate the organs of our govornment as woll ac the 
political party prvbleus and the National Spirit Mobilization Central 
Alliance, etc. Tacse may be achieved only through tho Pan-Asiatic Movement, 
(racial movement), and it will be of vital importance in guiding our younger 
generation. 


Thon in February this year an article had been publishei in newspapers 
about the returning hems of relieved soldiers. I is true that some soldiers 
had been sunt home, But *» give you the facts, thore had been gradual 
mobilizations after that, and it e.oms that ru ors had been rampant that this 
was in preparation for 2 war with iussia. I would iike to say a word on this 
point. 


To put opprecsion upon the Chinece in succescion would only result in 
strengthening their dcterminealion, so the Army desided it the best policy to 
contemplate a while after the fall of each city to give the Chinese a chance 
for internal corruption. Therefore, a part of the reserves and second 
reserves wore sont home; but since then, it was necossary to change the plans 
of operation 80 naturally this had to be stopped. his had somo relation with 
the establishment of the now regime declared in thu statement of January 16. 


The pro-Japanese Governments are located in North and Central China, but 
communications between these two ave cut off at Suchow, a strategic point on 
the Tiontsin-Pukow railway line, which makes things utterly inccnvonient. In 
order to secure convicticns, therefore, the unexpectod attack on Suchow began. 
On one hand, the difference betweon the Chiang Government and the pro-Japanese 
Government is so incomparably great that one of thoso strategic points had to 
be secured for dealing a blow on the Chiang Government. On the other hand, 
we became progesed with the nocessity of strengthening the pro-Japanose 
Government. Thus, contrary to expectations, it became necossary to use a 
large number of troops. Naturally, as previously stated, there had to bo a 
change in plans regarding the question of relieving troops. 
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Lastly, I wish to say something regarding the rumors concerning peace 
negotiations. There are rumors going around at large that England, Germany, 
etc. are going 19 mc)iate botween Japan and China. However, as previously 
related, the fundamental attitude of our Empire toward the Incident is as 
indicatod in tho January 16 declaration. Regarding the circumstancos which 
gave rise to these, i% scems that during the period covering the tenth semi- 
annual torm (Javacwy, March, and in April), fieures clearly showed a lotdown 
in trade, (thu o:tisated imports amounting to ¥ 3,000,000,000 had to bo 
reduced to somevbing i ke ¥ 2,500,000,00C), while intensification of economic 
control became netusaay, this Yeing eventually carried out, and thon of 
course the fact ‘hat the Cabinot membors, UGAKI and IKEDA are eeriously 
concerned rerarding *he evening of peace negotiaticne--these it seems have 
been themcausos fo. such rumors, but so fur as I am concerned, theso have to 
be confirmed. 


Our country will st.11, ! reafter, require a fairly huge budget. We 
mist surmount the diffimultices, th sca of courve we must be prepared for an 
increase in military sv.r.ies, ani 1 think this is not the place to tako up 
the quastion of nogoti:..‘ng for peace. 


L.-: untly, Chiang Kai-Shek has sent a certain person to Japan to "feel 
out" p .sibilities for peace nogotia:ions. And it seems that this man is 
conducting work with the detalls of the peace conditions mentioned previously 
as the basis for his nogotiations. 


Regarding his attitude, I have heard that China: (1) will abandon its 
anti-Japanese policy; (2) will substantially recognize Mancimria; (3) will 
recognize the self-government of Inner Mongolia; (4) is against tho estab- 
lishment of demilitarized zones in North and Sout.. China; (5) is against 
stationing of troops in China by Japan; (6) is against immediate participation 
in tho anti-Communist Pact; (7) is in favor of an anti-communist policy; 

(8) approves severing rolations with the Communist Party; (9) would like to 
be pardoned from paying an indemnity; (10) is for economic development; and 
(11) Chiang Kai-Shck will retire from public life following reconciliations. 


According to what I have hoard, China's attitude is as stated above. 
Of coursc, I don’t know the real facts, but China evades what Japan specific- 
ally aims at. Moreover, it is asking too mch to try to bring about an 
agreement based on the Chinese ideas listed above just whon Hankow is about 
to be stormed. Of course ovr Cabinet Conference will not lend them an ear. 


Lastly, I wish to reiterate that our fundarontal attitude towards the 
Incident is found in the declaration of January 16. Thore has boen an 
alteration since the declaration of 15 August, last years. Hereafter, also, 
it will be difficult to say ‘hat there will abs»lutely not be any more 
altorations, depending en the changes ‘n the situation. However, I think 
that the point rogardiug the establishment of a .ew rogime is something that 
should remain absolutely immovable. 


PURL: https://www.legal-tools.org/doc/4fb15b/ 


